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Anfonio R. Villarcigosa Mayor, City of Los Angeles

Board of Harbor Cindy Miscikowski David Aricn Robin M. Kraomer Douglas P. Krause Sung Won Sohn, Ph.D.
Commissioners Prasident Vice Prasident

Geraldine Knatz, Ph.D, Execuilve Director

June 8, 2013

Honorable Members of the
City Council of the
City of Los Angeles : CD No. 15

Attention:  Mr. Michael Espinosa, City Clerk’s Office

SUBJECT: RESOLUTION NO. 13-7468 - FOREIGN-TRADE ZONE GENERAL PURPOSE
OPERATING AGREEMENT BETWEEN THE CITY OF LOS ANGELES HARBOR
DEPARTMENT AND CUSTOM AIR WAREHOUSE INC. AND CUSTOM GOODS,
LLC, FTZ 202, SITE 32 '

Pursuant to Section 373 of the City Charter and Section 10.5 of the Los Angeles Administrative
Code, enclosed for your approval is proposed Foreign-Trade Zone Operating Agreement No.
13-3116 between the City of Los Angeles Harbor Department and Custom Air Warehouse, Inc.
and Custom Goods, LLC. The FTZ Operating Agreement was approved at the April 18, 2013
meeting of the Board of Harbor Commissioners.

RECOMMENDATION:

1. The City Council approve the proposed Foreign-Trade Zone Operating Agreement
between the City of Los Angeles Harbor Department and Custom Air Warehouse, Inc.
and Custom Goods, LLC.;

2. Adopt the determination by the Los Angeles Harbor Department that the proposed action
is exempt from the requirements of the California Environmental Quality Act (CEQA)
under Article Hl, Section 1(14) of the Los Angeles City CEQA Guidelines ; and

3. Return to the Board of Harbor Commissioners for further processing.

Respectfully Submitted,

ULIEW. HUERTA

ommission Secretary

cc.  Trade, Commerce, & Tourism Committee Alvin Newman, CAQ, encs.
Counciiman Rosendahl, encs. Lisa Schechter, CD4, encs
Counciiman LaBonge, encs, Aaron 3ross, Government Affairs, encs.

Councilman Bustaing, encs
~Christine Yee Hol

Rebert Henry, encs.
Mandy Moerajes, Mayors.Officeencs







Tl
- 3
>,/ - \\’j@ RECOMMENDATION APPROVED;
AT .
o RESOLUTION NO. 13-7468 ADOPTED; AND
# L b AGREEMENT NO. 13-3116 APPROVED Iﬂgsggg'f
BY THE BOARD OF HARBOR COMMISSIONERS LES
Executive Director’s _

| Aprit 18, 2013 Report fo the
QQZD’@MW Board of Harbor Commissioners
SECRETARY
DATE: APRIL 9, 2013
FROM: BUSlNESS & TRADE DEVELOPMENT

SUBJECT: RESOLUTION NO.\:.Z)"'DFL\ \.Pg APPROVAL OF FOREIGN-TRADE
ZONE GENERAL PURPOSE OPERATING AGREEMENT BETWEEN
THE CITY OF 1.LOS ANGELES HARBOR DEPARTMENT AND CUSTOM
AIR WAREHOUSE INC. AND CUSTOM GOODS, LLC, FTZ 202, SITE 32

SUMMARY:

The City of Los Angeles Harbor Department (Harbor Department), as the Foreign-Trade
Zone (FTZ) grantee, establishes General Purpose Operating Agreements with FTZ
operators to oversee their FTZ operations. The Harbor Department received a request
from Custom Air Warehouse, Inc. and Customs Goods, LLC (Custom Air) to activate its
site within FTZ 202, Site 32, located at 12200 Arrow Way, Rancho Cucamonga,
Callifornia. Site 32 is a building within 15.08 acres of FTZ 202 service area. This site is
approximately 80 miles northeast of the Port of Los Angeles (Port). Custom Air will be
operating its warehouses under the FTZ procedures. The proposed FTZ Operating
Agreement (Agreement) will provide a term of five years with three, flve-year renewal
options.

RECOMMENDATION:

It is recommended that the Board of Harbor Commissioners (Board):

1. Approve the proposed Foreign-Trade Zone Operating Agreement between the City
of Los Angeles Harbor Department and Customs Air Warehouse Inc. and Custom

Goods, LLC;

2. Direct the Board Secretary to transmit fhe Foreign-Trade Zone Operating Agreemeht
to the Los Angeles City Council for approval pursuant to Section 373 of the Charter
of the City of L.os Angeles and Section 10.5 of the Los Angeles Administrative Code;

3. Upon approval by the Gity Council, authorize the Executive Director to execute and
the Board Secretary to attest {o the Foreign-Trade Zone Operating Agreement; and

4. Adopt Resolution No. 5~ THY



DATE: APRIL 9, 2013 | PAGE 2 OF 4

SUBJECT: GENERAL PURPOSE OPERATING AGREEMENT WITH CUSTOMS
AIR WAREHOUSE AND CUSTOM GOODS LLC, FTZ 202, SITE 32

DISCUSSION:

Background and Context — The Foreign-Trade Zone Act of 1934, as amended (19
U.S.C. 81a-81u) was established to support United States (U.S.) commerce and create
jobs by reducing import duties or excise taxes by deferring payment of duties, thereby
making it attractive for companies to perform some work on their products in the U.S.
rather than offshore. The definition of a FTZ is a restricted access site located in the
U.S. Customs and Border Protection (CBP) territories. The importer may defer payment
of duties and other fees until the merchandise is brought into U.S. commerce for
consumption. '

Need for Agreement — The Harbor Department, as the grantee, is required by the FTZ

Board to have an operating agreement with FTZ site operators. The Harbor Department
received a request from Custom Air fo operate FTZ warehouse Site 32. Custom Air
employs approximately 8 full-time employees. The facility is 240,000 square feet of
warehouse on 15.08 acres (Transmittal 2). The warehouse area consists of office and
general warehouse space. All activities shall be performed in accordance with FTZ
procedures. Custom Air agrees to keep its warehouses open to support the PierPass
Program. Custom Air shall notify truck drivers, truck brokers, and trucking companies
- that the trucks serving the container terminals must confine their routes to the
designated Wilmington Truck Route.

Need for Approval — Custom Air is requesting approval from the Harbor Department to
execute the proposed Agreement (Transmittali 1) to operate Site 32 as a FTZ
warehouse. Custom Air receives, stores, manages inventory and distributes consumer
products, apparel, accessories, and other merchandise for sale in the national market.
Occasionally, the products are re-exported from the warehouse. Custom Air, Site 32 is -
located within a designated FTZ 202 Service area. As such, this company is not
required to submit an application to the FTZ Board. However, the company does need
approval from CBP to activate as a FTZ site.
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SUBJECT: GENERAL PURPOSE OPERATING AGREEMENT WITH CUSTOMS
AIR WAREHOUSE AND CUSTOM GOODS LLC, FTZ 202, SITE 32

Harbor Department Fiscal Requirements — This proposed Agreement will not require
funding by the Harbor Department. Custom Air paid a $1,500 Minor Boundary
application fee and $5,000 activation application fee and will pay an annual fee of
$5,000 to the Harbor Department for each year of the five-year term of the proposed
Agreement for a total of $25,000.

ENVIRONMENTAL ASSESSMENT:

The proposed action is approval of a proposed agreement with Custom Air to activate
its site within FTZ 202, Site 32, located in Rancho Cucamonga, California. As an activity
involving the approval of an agreement o use an existing facility involving negligible or
no expansion of use, the Director of Environmental Management has determined that
the proposed action is exempt from the requirements of the California Environmental
Quality Act (CEQA) in accordance with Article 1il, Class 1 (14) of the Los Angeles Clty
CEQA Guidelines.

ECONOMIC BENEFITS:

This Board action will have no employment impact.

FINANCIAL IMPACT:

Custom Air has already paild the Harbor Department a $1,500 Minor Boundary
application fee and $5,000 activation application fee. Compensation is expected to be
$5,000 per year should the renewal options to be exercised totaling $25,000. Although
there is no direct cost to the Harbor Department arising from this proposed Board
action, the Harbor Department does incur FTZ related expenses. During calendar year
- 2012, approximately $80,000 was spent on outside FTZ related consuiting services
while $159,000 in revenue was collected from the Harbor Department FTZ operators.

Approving the proposed Agreement with Custom Air creates an entity that confers
among other advantages, tax and operating benefits to the operator, and provides a tool
for economic development. As the Harbor Department is a designated grantee of FTZs
under the State of California enabling legislation, granting FTZ status to Custom Air
allows more efficient operations and allows Custom Air fo remain competitive.
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SUBJECT: GENERAL PURPOSE OPERATING AGREEMENT WITH CUSTOMS
AIR WAREHOUSE AND CUSTOM GOODS LLC, FTZ 202, SITE 32

CITY ATTORNEY:

The City Attorney's Office has prepared and approved proposed Agreement as to form
and legality.

TRANSMITTALS:
1. Proposed FTZ Operating Agreement for Customs Air Warehouse and Custom

Goods LLC, FTZ 202, Site 32
2. Customs Air Warehouse and Custom Goods LLC, FTZ 202, Site 32 map

FIS Approval: (initials)
CA Approval: (initials)

Modid Obuords /)

MICHAEL DIiIBERNARDO ol RYN McDERMOTT
Director of Business Development Deéputy Executive Director

APPROVED:

M. Morimoto

GEKHEM:MM:ma
File:G\Board Reports\Foreign-Trade Zone\FTZ Site 32 Custom Warehouse\FTZ Site 32 Customs Air Warehouse FINAL BR 04.09.13.doc
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AGREEMENT NO. b”f))\Uz

FTZ OPERATING AGREEMENT
BETWEEN THE CITY OF LOS ANGELES
AND

THIS AGREEMENT is made this day of ., by and between
the CITY OF LLOS ANGELES, a municipal corporation ("City") acting by and through its
Board of Harbor Commissioners ("Grantee”) and CUSTOM AIR WAREHOUSE INC.

AND CUSTOM GOODS, LLC, (“Operator”).

RECITALS:

WHEREAS, the Graniee has received permission from the United States
Foreign-Trade Zones Board to establish a foreign-trade zone, designated as Foreign-
Trade Zone No. 202, at various locations in or adjacent to the Los Angeles Customs
port of entry; and

WHEREAS, the Operator desires to make use of foreign-trade zone status and
wishes to activate the site located at 12200 Arrow Route, Rancho Cucamonga, CA
91730 as depicted and more fully described in Exhibit “A”, attached hereto and made a
part hereof Site 32, ("Zone Site"), which is within the boundaries of Foreign-Trade Zone
No. 202; and

WHEREAS, the Grantee deems it practicable to limit its participation in the
everyday operations of the Zone Site and fo place the operation of the Zone Site under
the supervision of Operator; and

‘WHEREAS, upon the terms and conditions herein set forth, Operator desires to
undertake the development and operational management of a foreign-trade zone at the
Zone Site accordance with standards of construction and operation approved by the
Grantee and the Foreign-Trade Zones Board, including those related to occupancy and
use.

NOW, THEREFORE, the parties hereto, in consideration of the mutual
agreements herein contained and covenants herein expressed, and for other good
consideration acknowledged by each of them to be satisfactory and adequate, do
hereby agree as follows:

ARTICLE I. - DEFINITIONS

In this Agreement and in any amendment or supplement hereto (except as
otherwise expressly provided or unless context otherwise requires), terms used as
defined terms in the recitals hereto shall have the same meanings throughout this



Agreement and, in addition, the following terms shall have the meanings specified

below:

A.

“Act” shall mean the Foreign-Trade Zones Act of 1934, as amended,
(19 U.S.C., 81a et. seq.).

“Activation” shall mean initiation within Foreign-Trade Zone No. 202 of any .
activity - authorized by the United States Foreign-Trade Zones Board and .
by the United States Customs Service to be conducted at the Zone Site.

“Agreement’ shall mean this Los Angeles Foreign-Trade Zone Operating
Agreement by and between the City of Los Angeles and CUSTOME AIR
WAREHOUSE INC. AND CUSTOM GOODS, LLC.

“Bond” shall mean a bond or bonds paid for by the Operator and issued by
a surety company authorized to conduct business in the State of California
and approved by Customs, to insure against any loss of duty, taxes or
other sums from operations within the Zone Site and in an amount
satisfactory to Customs and the Grantee.

“City” shall méan the City of Los Angeles, a municipal corporation.

“Contract Documents” shall mean this Agreement, and all other
documents executed on behalf of the Operator in conjunction with this

Agreement. '

*Customs” shall mean the U.S. Customs and Border Protection or any
successor body or agency of the United States.

“Executive Director” shall mean the General Manager of the Los Angeles
Harbor Department.

“Grantee” shall mean the City of Los Angeles Board of Harbor
Commissioners, to which the privilege of establishing, operating and
maintaining Foreign-Trade Zone No. 202 has been granted by the
Foreign-Trade Zones Board.

“Operator” shall mean CUSTOM AIR WAREHOQUSE INC., AND CUSTOM
GOODS, LLC, the entity designated by the Grantee to conduct foreign-
trade zone activities at the Zone Site.

“O'pérator of a Multi-User Zone Site” shall mean that the Zone Site is
available for use by companies other than the Operator.

“Operator of a Single-User Zone Site” shall mean that the Operator is the
sole user of the Zone Site, including Operators of subzone sites.



M. “Port Director” shall mean the Port Director of the U.S. Customs and
Border Protection Agency of Los Angeles.

N. “Regulations” shall mean all applicable federal, state and local statutes,
ordinances and regulations including the rules, statutes, regulations,
orders, decisions, ordinances or decrees of any governmental body,
including judicial bodies, having jurisdiction over the Los Angeles Foreign-
Trade Zone No. 202, the Operator, or the operations conducted therein.

0. *Zone” shall mean those areas in or adjacent to the Los Ahgetes Customs
Port of Entry designated by the Forezgn-Trade Zones Board as Foreign
Trade Zone No. 202.

P. “Zone Site” shall mean those areas within the Zone that Operator may
operate and maintain as a foreign-trade zone.

ARTICLE I, - AUTHORITY GRANTED/ACCEPTED, TERM AND AGREEMENT

2.01  Authority Granted

The Grantee gives and grants to Operator for the term hereof and for any
extensions as hereinafter provided, the non-exclusive authority to conduct foreign-trade
zone activities at the Zone Site as an Operator of a Multi-User Zone Site, subject to the
terms, conditions, agreements and restrictions herein set forth.

2.02 Authority Accepted

Operator agrees during the term of this Agreement to exercise its rights and
powers in accordance with the terms and conditions of this Agreement and hereby
assumes respons;bthty for the operation and management of said Zone Site.

2.03 Term of Agreement

A. Term and Renewal. Unless terminated as herein provided, this
Agreement shall remain in effect for five (5) years, provided that Operator has
performed to the satisfaction of Grantee as required herein, commencing on the
first day of the month subsequent to City approval of this Agreement and shall,
after such five year period, be renewed for three periods of five years each upon
terms and conditions to be negotiated prior to the end of the then current five-
year term. Any such renewal must be approved in advance or subsequently
ratified by the Board of Harbor Commissioners. If the parties cannot agree on
the terms and conditions prior to the end of the then current five-year period, the
Agreement shall terminate at the end of such term.




B. Initiation of Operations.  Operator hereby agrees to initiate
operations at the Zone Site, as soon as practicable following approval by the
Foreign-Trade Zones Board and Customs or such other time as may be mutually
agreed upon in writing by the Grantee and Operator. Operator shall not initiate
operations at the Zone Site without first receiving, pursuant to 19 C.F.R.
146.6(b}5), a written letter from the Grantee concurring in the initiation of
operations.

ARTICLE lll. - CONSTRUCTION, REPAIR AND MAINTENANCE

3.01 Construction

A.  Operator agrees that it will construct at its expense the
improvements and facilities at the Zone Site required by the Foreign-Trade
Zones Board and Customis. :

B. Operator further agrees that it will not construct any additional Zone
-Site facility or make any substantial alterations to the improvements referred to in
Section 3.01.A, which materially affect operation of the Zone Site, unless plans
for such alterations or additional improvements are first submitted to Grantee, for
the concurrence of the Grantee, Foreign-Trade Zones Board and Customs, and
appropriate federal, state and local agencies, as required by law.

3.02 Repair and Maintenance of Facilities

A. Operator, at its own expense, shall at all times repair and maintain
the structures and other facilities that Operator leases or owns within the Zone
Site in a condition satisfactory to the Grantee and consistent with the nature of
the operations in the particular foreign-trade zone so as not to endanger the life
and heaith of employees of the United States and others who may enter the
Zone Site for any reason whatsoever. Accepted sanitary practices shall be
followed in the construction, equipment, and operation of such buildings and
other structures. Operator, in a timely manner, shall make such repairs or
alterations as may be ordered by the Foreign-Trade Zones Board or the Grantee.

B. Operator agrees to provide at the Zone Site its own expense proper
containers for trash to keep the Zone Site free and clear of rubbish, debris and
litter at all times, and to keep and maintain the Zone Site in a safe, clean,
wholesome and sanitary condition under Regulations. No offensive refuse
matter or any substance constituting any unnecessary, unreasonable or unlawful
fire hazard, nor material detrimental to the public health shall be permitted to be
or remain on the Zone Site, and Operator shall exercise reasonable care to
prevent such material or matter from being or accumulating upon the Zone Site.



C. All fire protection sprinkler systems, fire hydrant systems, standpipe
systems, fire alarm systems, portable fire extinguishers and other fire protective
or extinguishing systems or appliances which have been or may be installed at
the Zone Site shall be maintained by Operator at its own expense in an operative
condition at all times.

D. Operator shall be liable and shall make immediate payment of any
fine, penaity, liquidated damage or other charge or assessment imposed by the
Foreign-Trade Zones Board, Customs, Grantee or City for failure to make repairs
or alterations as ordered, pursuant to procedures herein provided.

ARTICLE IV. - USE OF NAME AND ADVERTISING

4.01 Advertising

So long and only so long as this Agreement shall remain in force and effect,
Operator, in operational management of the Zone Site, may advertise its operations as
being within "Los Angeles Foreign-Trade Zone No. 202"; however, no designs,
advertising, signs or forms of publicity (inciuding form, color, number, location and size)
shall be used upon or with respect to the Zone Site or other place of related business
unless the same shall have been first approved in writing by the Grantee as meeting its
standards. The Grantee, or its authorized agents, may at any time after five days'
notice to Operator, enter the Zone Site and remove any unapproved signs or advertising
media, and may keep or destroy such signs or other media without paying therefor, and
without being deemed guilty of trespass or other fort.

ARTICLE V. - ESTABLISHMENT OF TARIFFS

5.01 Foreign-Trade Zone Regulations and Rate Schedules

This Agreement shall be subject to the rates, terms and conditions of the
Foreign-Trade Zone No. 202 Tariff as it now exists or may be amended or superseded.
Operator acknowledges it has received, read and understands the rates, terms and
conditions of Tariff and agrees to be contractually bound by these rates, terms and
conditions as if these terms were set forth in full herein except as may be modified by
this Agreement. Operator understands it is responsible for maintaining a complete copy
of the current Tariff and assumes responsibility for doing so.

ARTICLE VI. - ADMINISTRATION AND OPERATION OF ZONE

6.01 Federal, State and Local Laws and Regulations

In the performance of activities required and permitted by this Agreement,
Operator agrees to comply with Regulations, the Tariff and the terms of this Agreement.



6.02 Availability of Zone Site

. If applicable as an operator of a Single-User Zone Site, Operator confirms that
the Zone Site will be used only for the conduct of the business of the Operator and its
affiliates. For purposes of this paragraph, the term “affiliates” means wholly-owned
subsidiaries of the Operator and subsidiaries and partnerships in which the Operator
has a greater than 50% interest.

6.03 PierPASS

Operator acknowledges that truck traffic congestion is a serious problem on
roads and freeways leading into and out of the Port of Los Angeles. Therefore, the
Operator shall, whenever it is reasonably feasible in light of its overall operations, utilize
the PierPASS Program or other programs to reduce daytime truck operations. Operator
shall use its best efforts to encourage its zone users to consider using the PierPASS -
and/or aother programs to reduce daytime operations. Further, the Operator shall make
available to its zone users PierPASS informational material provided to it by the City.
Operator shall provide to City, at least annuaily, a report concerning its nighttime
operations and PierPASS utilization.

6.04 Wilmington Truck Route

It is recognized by both parties that the Operator does not directly control the -
trucks serving the Port. However, the Operator shall notify truck drivers, truck brokers
and trucking companies that trucks serving FTZ warehouses and originating in the
Port of Los Angeles must confine their route to the designated Wilmington Truck Route
of Alameda Street and “B” Street; Figueroa Street from “B” Street to “C” Street; and
Anaheim Street east of Alameda Street. A copy of the Wilmington Truck Route is
attached as Exhibit “B”, which may be modified from time to time at the sole discretion
of the Executive Director with written notice to Operator.

ARTICLE VII. - CHARGES AND FEES

7.01 Processing/Application Fees

Upon execution of this Agreement, the Operator shall pay to Grantee a one-time
non-refundable Operator's processing fee (in anticipation of activation) in the amount
specified in the Foreign-Trade Zone No. 202 Tariff in effect at the time of the execution
of this Agreement. The parties agree that this amount is fair and reasonable
compensation for the services to be rendered by Grantee in assisting Operator with the
processing of this Agreement and anticipated activation of the Zone Site. In addition,
Operator shall pay to Grantee an application fee when the Grantee must return to the
Foreign-Trade Zones Board on Operator's behalf for approval of (a) an expansion to
include a new Zone space or Zone site, (b) a boundary modification to accommodate
expanded operations, or (¢) manufacturing authority or scope requests, which fees shall
be those specified in the Foreign-Trade Zone No. 202 Tariff in effect at the time of the



application. Such fees shall be paid {o Grantee at such time that Grantee is required to
return to the Foreign-Trade Zones Board for {(a), (b) or (c). In each of the three above
referenced situations, Operator will be responsible for the total expense of preparing the
application or request to be filed with the Foreign-Trade Zones Board.

7.02 Annual Administrative Charges

A Annual Administrative Charges. In consideration of the granting of
this authorization to operate the Zone Site, Operator agrees to pay to the
Grantee an annual fee as specified in the Foreign-Trade Zone No. 202 Tariff in
effect at the time the execution of this Agreement. The parties agree that this
amount is fair and reasonable compensation for the services to be rendered by
Grantee in assisting Operator with its operation of the Zone Site and in providing
its oversight responsibilities of the Zone. This annual fee is payable upon the
execution of this agreement and on every October 1 thereatter, so fong as the
agreement remains in effect. The initial annual fee is to be prorated from the date
of the execution of this agreement to the following October 1.

B. Operator's Expenses. Operator further agrees to pay, or cause o
be paid, all costs, expenses, and taxes (if any) of the Zone Site operation,
including, but not limited to, construction, installation, improvements, security,
maintenance and personnel, and as otherwise provided herein.

ARTICLE Vill. - CUSTOMS EXPENSES

8.01 U.S. Customs and Border Protection Personnel

- It is understood that from time to time it may become necessary for Customs
personnel to be located at the Zone Site. In such event, the Operator shall be
responsible for all charges for personnel billed by Customs. Grantee shall request that
Customs biill Operator directly for any Customs personnel expense attributable to such
foreign-trade zone operations at the Zone Site. In the event that such direct billing to
Operator is not acceptable to Customs upon receipt of any billing for personnel expense
by Grantee, Grantee shall promptly present the bill to Operator for payment. Operator
agrees to make such payments promptly.

8.02 U.S. Customs and Border Protection Bond

Operator shall pay the full cost of any Bond required by Customs for all
operations of the foreign-trade zone at the Zone Site.

8.03 Customs Charges

Operator shall be responsible for the payment of all Customs charges or
exactions including but not limited to duties, taxes, charges, fines, penalties, interest,



aftomey, user and other fees, costs, liquidated damages, or expenses assessed due to
the operation of the Zone Site.

ARTICLE IX. - ACCESS TO SITE

9.01 Right of Entry and Inspection

Representatives of Customs, the Foreign-Trade Zones Board, Grantee and any
other authorized federal, state or local officials shall have the right to enter upon the
Zone Site at any time for the authorized and lawful purpose of examining such Zone
Site and merchandise contained therein and conferring with Operator, its agents,
invitees, and employees on such Zone Site, inspecting and checking operations,
supplies, equipment and merchandise, conducting financial and compliance audits and
determining whether the business is being conducted in accordance with Regulations.
All such entries shall be in accordance with usual security procedures.

ARTICLE X. - RESPONSIBILITY FOR AND ACCESS TO BOOKS AND RECORDS

10.01 Reports to Foreign-Trade Zones Board, Customs and Graniee

Operator shall submit to the Foreign Trade Zones Board at it's website via
hitp://ita-web.ita.doc.qov/FTZ/OFISLogin.nsf, and at its own expense data sufficient to
complete annual reporting requirement of the Operator to the Foreign-Trade Zones
Board. Such information shall be provided not later' than February 1 of each year (for
the preceding period of 1/1-12/31). The submittal of all such data shail be entered by
an appropriate official of Operator, certifying to the accuracy of the records for the
specified accounting period. Apart from, and in addition to, reimbursing Grantee for any
fine imposed upon Grantee as a result of an act or omission of Operator under this
Agreement, Grantee may demand and Operator, upon such demand, shall pay Grantee
$100 per day for each and every day after February 15 that the annual report data is
entered into the FTZ OFIS system, unless Grantee has provided Operator with a written
extension of time in which to submit such data. All records maintained for preparation
of all data and those required under the accounting system shall be retained in the
- Operator's place of business for at least five years after the merchandise covered by
such records has been forwarded from the Zone Site except as required by
Regulations. '

Al written communicatidns with the Foreign-Trade Zones Board concerning
operations within Foreign Trade Zone No. 202 are to be made through the Grantee.

10.02 Confidential Information

Details of business operations of individual firms operating and using the foreign-
trade zone at the Zone Site shall be kept confidential except for such information as
shall be determined to be public information under federal, state, or local laws. Any
procedures manual, computer programs, computer report format, and any other related



systems developed by Operator for said foreign-trade zone operation shall be the sole
property of Operator and will not be disclosed to any other entity without the express
written permission of Operator except as required under federal, state or local laws.

ARTICLE XI. - NONDISCRIMINATION

11.01 Nondiscrimination and Equal Opportunity

Operator agrees not to discriminate in its employment practices against any
employee or applicant for employment because of the employee's or applicant's marital
status, sexual orientation, medical condition, race, religion, national origin, ancestry,
sex, age or physical handicap. All assignments, subleases and transfers of interest in
this Agreement under or pursuant o this Agreement shall contain this provision.

The provisions of Section 10.8.4 of the Los Angeles Administrative Code as set
forth in the attached Exhibit “C” are incorporated herein and made a part hereof.

11.02 Small Business'DeveEopment Program

it is the policy of the Department to provide Small Business Enterprises (SBE)
and Minority-Owned, Women-Owned and all Other Business Enterprises
(MBE/WBE/OBE) an equal opportunity to participate in the performance of all City
contracts in all areas where such contracts afford such participation opportunities.
Operator shall assist the City in implementing this policy and shall use its best efforis to
afford the opportunity for SBE's, MBEs, WBEs, and OBEs fo achieve participation in
subcontracts where such participation opportunities present themselves and attempt to
ensure that all available business enterprises, including SBE’s, MBEs, WBEs, and
OBEs, have equal participation opportunity which might be presented under this
Agreement.

ARTICLE Xil. - TERMINATION AND DEFAULT

12.01 Termination for Cause

A. The breach of any provision of this Agreement or the failure to
perform any obligations, duty or to accept liability established herein by act of
commission or omission for whatsoever cause by a party hereto shall be a
default. The non-defaulting party shall give written notice of intent to terminate
this Agreement by registered or certified mail to the defaulting party stating the
specific default or breach committed.

B. The non-defaulting party shali have the option o terminate the
Agreement after expiration of the time periods as follows:

1. If the default can be cured by payment or posting of money,
bond or other security for money due to the other party, the defauiting



party shall have seven (7) days after receipt of the notice.to terminate in
order to pay over such money or, if the payment be contested, to post
- such amount with the other party pending final determination of liability, in
cash or security in such form as approved by the non-defaulting party.

2. if the default cannot be cured by payment or posting of
money or security to the other party as provided in subsection (1) above,
the defaulting party shail have twenty-one (21) days after receipt of written
notice to terminate in which to cure the default.

3. If the default is one, which by its nature cannot be
reasonably cured within twenty-one (21) days, then the defaulting party
shall have a reasonable time period in which to cure the default. Such
time period shall include, but shall not exceed the time period provided by
statutes, laws, ordinances, rules and regulations, or order of the Foreign-
Trade Zones Board and shall include the time required for the completion
of all administrative and all judicial procedures, including appellate

~ procedures, as provided for by law. Upon the request of the non-
defaulting party, the defaulting party shall submit to the non-defaulting

‘party a written schedule of performance and supporting documentation
indicating the shortest period in which such default can be cured by
defaulting party. ‘

12.02 Performance

~ In addition to any default arising under the provisions of Section 12.01, Operator
hereby acknowledges that Operator's failure to perform any of the following duties and -
obligations to the reasonable satisfaction of the Grantee shall constitute a default which
shall permit the Grantee to initiate termination proceedings pursuant to Section 12.01.

A Maintenance of a uniform system of accurate books, records and
accounts prepared in accordance with Generally Accepted Accounting Principals
and capable of producing the following resuits, to the extent such resuits are
required under the customs laws of the United States:

1. Accounting for all merchandise, including merchandise that
is of domestic status, temporarily deposited, admitted, granted a zone
status andfor status change, stored, exhibited, manipuiated,
manufactured, destroyed, transferred, and/or removed from a Zone Site;

2. Producing accurate and timely reports and documents;
3. identifying shortages and overages of merchandise in the
Zone Site in sufficient detail to determine the quantity, description, tariff

classification, Zone Site status, and value of the missing or excess
merchandise;
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4. Providing all information necessary to make entry for
merchandise being transferred to the Customs territory; and

5. Providing an audit trail to Customs forms from admission
through manipulation, manufacture, destruction or transfer of merchandise
from the Zone Site by a Customs authorized inventory method.

B. Proper operation of the Zone Site in accordance with applicable

federal, state and local laws, regulations, rules, and operational management
procedures approved by the Grantee, Customs and the Foreign-Trade Zones

Board.

C. Preparation and timely submission of all reports to the Grantee.

12.03 Total or Partial Destruction of Zone Site

In the event that the Zone Site or the accommodation of foreign-irade zone
business at the Zone Site is totally destroyed or partially destroyed and. thereby
terminates 33 and 1/3 percent or more of the activities within the Zone Site, based on a
comparison of income derived, exclusive of insurance recovery, upon written demand
from Grantee by registered or certified mail, Operator shall provide Grantee with genéeral
building and financial plans for the restoration of the Zone Site or the accommodation of
foreign-trade zone business within thirty (30) days from receipt of such demand. If
Operator does not provide any plans for restoration or accommodation of foreign-trade
zone business at the Zone Site, Grantee shall have the option to immediately notify
Operator of its intent to terminate, which shall be effective twenty (21) days after receipt
of such notice by registered or certified mail. '

12.04 Termination For No Cause

- 'In the event either party for any reason wishes to terminate its participation in
foreign-trade zone activities and terminate its rights and obligations under this
Agreement, at least one hundred eighty (180) days prior written notice must be
delivered to the other party. If the Grantee wishes to terminate, the Operator shall have
the right, directly or through another entity, to assume the rights and obligations of the
Grantee subject only to the approval of the Foreign-Trade Zones Board. If the Operator
wishes to terminate, Operator is obligated to deactivate the Zone Site prior to the date
of termination and must ensure that all foreign status merchandise has either been
subject to the payment of customs duties and fees or been transferred, in bond, to

another foreign trade zone facilily.

Operator acknowledges that this Agreement has no bearing on any lease or
other agreement it has with the City of Los Angeles. This Agreement cannot be
construed as granting any right under or expectation in connection with any
other agreement, including any leases or permits, held by the Operator. In the
event that Operator's agreement, lease or permit concerning the facilities where



the foreign trade zone operates expires or is terminated, the Grantee may assist
Operator in obtaining necessary approvals from the Foreign-Trade Zone Board
and/or Customs to establish its foreign trade zone at a different location.

12.05 Waiver

No waiver by either party at any time of any of the terms, conditions or covenants
of this Agreement shall be deemed or taken as a waiver at any time thereafter of the
same or any other term, conditions, covenant or agreement herein contained nor of the
strict and prompt performance thereof by the party obligated to perform. No delay,
failure or omission of either party to exercise any right, power, privilege or option arising
from any default nor subsequent acceptance of compensation then or thereafter
accrued shall impair any such right, power, privilege or option or be construed to be a
waiver of any such default or relinquishment thereof or acquiescence therein. No
option, right, power, remedy or privilege of either party hereto shall be construed as
being exhausted or discharged by the exercise thereof in one or more instances. It is
agreed that each and all the rights, powers, options or remedies given to the parties
herein by this Agreement are cumulative, and no one of them shall be exclusive of the
other or exclusive of any remedies provided by law and that the exercise of one right,
power, option or remedy by a party shall not impair its rights to any other right, power,
option or remedy.

12.06 Discontinuance of Trade Name

Upon the termination of this Agreement for any cause, the Operator shall,
deactivate the Zone Site as of the date of expiration of the term of the Agreement and -
immediately discontinue all use of trade names, trademarks, signs and forms of
advertising and other indicia of operation within the foreign-trade zone at the Zone Site,
specifically referring to the Los Angeles Foreign Trade- Zone, and if the Operator shall
fail or omit to make, or cause to be made, such changes, within ten (10) days after
written notice, then the Grantee shall have the right to enter upon the Zone Site without
being deemed guilty of or liable for trespass or any other tort or offense, and to make or
cause to be made such changes at the expense of the Operator, which expense the
Operator agrees to pay on demand. ' '

12.07 Breach of Contract

Failure of any party to perform the obligations required by this Agreement or
incorporated herein by reference shall constitute a material breach of this Agreement
and the other party shall be entitled to pursue any and all remedies available at faw or
equity in addition to other rights and remedies specifically provided herein.
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ARTICLE XIll. - DEACTIVATION OF ZONE SITE

13.01 Deactivation of Zone Site

Upon the expiration of the term of this Agreement, if no new agreement is
entered into, Operator is obligated to deaclivate the Zone Site as of the date of
expiration of the term of the Agreement. Prior to deactivating the Zone Site, Operator
must ensure that all foreign status merchandise has either been subject to the payment
of customs duties and fees or been transferred, in bond, to another foreign trade zone

facility.
ARTICLE XiV. - INDEMNIFICATION AND INSURANCE.

14.01 Indemnity for General Liability

Except for the sole negligence or willful misconduct of City, Operator shall at all
times indemnify, protect, defend, and hold harmless City and any and all of its boards,
officers, agents, or employees from and against all claims, charges, demands, costs,
expenses (including counsel fees), judgments, civil fines and penalties, liabilities or
Josses of any kind or nature whatsoever which may be sustained or suffered by or
secured against the City, its boards, officers, agents, and/or employees by reason of
any damage to property, injury to persons, or any action that may arise out of the
performance of this Agreement that is caused by any act, omission, or negligence of
Operator, its boards, officers, agents, employees, or subcontractors regardless of
whether any act, omission, or negligence of City, ifs boards, officers, agents, or
employees contributed thereto; provided that (1) if the City contributes to a loss,
Operator’s indemnification of the City for the City's share of the loss shall be limited to
"~ One Million Dollars. ($1,000,000.00), (2) notwithstanding the limitation in (1), Operator
shall remain responsible for one hundred percent (100%) of any loss atiributable to it,
and (3) the provisions in (1) and (2) apply on a per-occurrence basis.

14.02 Back-to-Back Bond

Operator shall, if requested to do so by the Grantee, furnish and pay the premium
for a bond in a sum equal to the amount of the Customs Form 301 Foreign-Trade Zone
Operator's bond required by Customs pursuant to the Regulations, conditioned upon the
full, faithful and prompt performance of and compliance with, on the part of the Operator,
all the covenants, terms and conditions of this Agreement on its part to be fulfilled, kept,
performed and observed. The bond so furnished shall be in a form acceptable to the
Grantee, and shall be effective throughout the term of this Agreement and shall be made
either by a surety company or companies qualified to carry on a surety business in the
State of California and satisfactory to the Grantee.

14.03 General Liability Insurance

Operator shall procure and maintain in effect throughout the term of this



Agreement, without requiring additional compensation from the City, commercial
general liability insurance covering personal and advertising injury, bodily injury, and
property damage providing contractual liability, independent contractors, products and
completed operations, and premises/operations coverages written by an insurance
company authorized to do business in the State of California rated VI, A- or better in
Best's Insurance Guide (or an alternate guide acceptable to City if Best's is not
available) within Operator's normal limits of liability but not less than One Million Dollars
($1,000,000.00) combined single limit for injury or claim. Said limits shall provide first
dollar coverage except that Executive Director may permit a self-insured retention or
self-insurance in those cases where, in his or her judgment, such retention or self-
insurance is justified by the net worth of Operator. The insurance provided shall contain
a severability of interest clause and shall provide that any other insurance maintained
. by Department shall be excess of Operator’s insurance and shall not contribute to it. In
all cases, regardiess of any deductible or retention, said insurance shall contain .a
- defense of suits provision. Each policy shall contain an additional insured endorsement
naming the City of Los Angeles Harbor Department, its boards, officers, agents, and
employees and a 30-day notice of cancellation by receipted mail as shown in Exhibit
“p.”

14.04 Automobile Liability Insurance

Operator shall procure and maintain at its expense and keep in force at all times
during the term of this Agreement automobile insurance written by an insurance
company authorized to do business in the State of California rated Vil, A- or better in
Best's Insurance Guide (or an alternate guide acceptable to City if Best's is not
available) within Operator's normal limits of fiability but not less than One Million Dollars
($1,000,000.00) covering injuries or death resulting from each ‘accident or claim arising
out of any one claim or accident. Each policy shall contain an additional insured
endorsement naming the City of Los Angeles Harbor Department, its board, officers,
agents, and employees and a 30-day notice of cancellation by receipted mail as shown
in Exhibit “E.” ' ‘

14.05 Workers’ Compensation

Operator shall certify that it is aware of the provisions of Section 3700 of the
California Labor Code which requires every employer to be insured against liability for
Workers’ Compensation or to undertake self-insurance in accordance with the
provisions of that Code, and that the Operator shall comply with such provisions before
commencing the performance of the tasks under this Agreement. Operator shall submit
Workers' Compensation policies, whether underwritten by the state insurance fund or
private carrier, which provide that the public or private carrier waives its right of
subrogation against the City in any circumstance in which it is alleged that actions or
omissions of the City contributed to the accident. See Exhibit “F.”
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14.06 Carrier Requirements

All insurance which Operator is required to provide pursuant to this Agreement
shall be placed with insurance carriers authorized to do business in the State of
California and which are rated A-, VII or better in Best's Insurance Guide. Carriers
without a Best's rating shall meet comparable standards in another rating service

acceptable to City.

14.07 Notice of Cancellation

Each insurance policy described above shall provide that it will not be canceled
or reduced in coverage until after the Board of Harbor Commissioners, Attention: Risk
Manager and the City Attorney of City have each been given thirty (30) days’ prior,
written notice by registered mail addressed to 425 S. Palos Verdes Street, San Pedro,
California 90731. |

14.08 Copies of Policies

Two certified copies of each policy containing the additional insured and 30-day
cancellation notice language shall be furnished to Executive Director. Alternatively, two
duplicate original additional insured endorsements on forms provided by the
Department, as indicated above, may be submitted. - The form of such policy or
endorsement shall be subject to the approval of the Risk Manager of the Port.

14.09 Modification of Coverage

Executive Director, at his or her discretion, based upon recommendation of
independent insurance Operators to City, may increase or decrease amounts and types
of insurance coverage required hereunder at any time during the term hereof by giving
ninety (20) days’ prior written notice to Operator.

14.10 Renewal of Policies

Within ten (10) days of the renewal effective date of each policy, Operator shall
furnish to Executive Director a renewal endorsement or renewal certificate showing that
the policy has been renewed or extended or, if new insurance has been obtained,
evidence of insurance as specified above. If Operator neglects or fails to secure or
maintain the insurance required above, Executive Director may, at his or her own option
but without any obligation, obtain such insurance to protect City's interests. The cost of
such insurance will be deducted from the next payment due Operator.

14.11 Right to Self-Insure

Upon written approval by the Executive Director, Operator may self-insure if the
following conditions are met:
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A. Operator has a formal self-insurance program in place prior to
execution of this Agreement. If a corporation, Operator must have a formal
resolution of its board of directors authorizing self-insurance.

B. Operator agrees fo protect the City, its boards, officers, agents and
employees at the same level as would be provided by full insurance with respect
to types of coverage and minimum limits of liability required by this Agreement.

C. Operator agrees to defend the City, its boards, officers, agents and
employees in any lawsuit that would otherwise be defended by an insurance
carrier.

D. Operator agrees that any insurance carried by Depariment is
excess of Operator's self-insurance and will not contribute to it. ’

E. Operator provides the name and address of its claims
administrator.

F. Operator submits a Financial Statement or Balance Sheet prior to
- Executive Director's consideration of approval of self-insurance and annually
" thereafter evidence of financial capacity to cover the self-insurance. -

G. Operator agrees to inform Department in writing immediately of any
change in its status or policy which would materially affect the protection afforded
Department by this self-insurance.

H. Operator has complied with all laws pertaining to self-insurance.

14.12 Accident Reports

Operator shall report in writing to Executive Director within fifteen (15) calendar
days after it, its officers or managing agents have knowledge of any accident or
occurrence involving death of or injury to any person or persons, or damage in excess
of Five Hundred Dollars ($500.00) to property, occurring upon the premises, or
elsewhere within the Port of Los Angeles if Operator’s officers, agents or employees are
involved in such an accident or occurrence. Such report shall contain to the extent
available (1) the name and address of the persons involved, (2) a general statement as
to the nature and extent of injury or damage, (3) the date and hour of occurrence, (4}
the names and addresses of known witnesses, and {5) such other information as may
‘be known to Operator, its officers or managing agents.

14.13 Notification of Miscellaneous Obligations

Operator shall be liable and responsible for satisfaction where applicable of
assessments, charges, fees, damages, penalties or fines imposed by the Foreign-Trade
Zones Board, or any federal, state or local agency resulting from any activity, act or



omission to act in the maintenance and operation of the foreign-trade zone at the Zone
Site of same. The Operator shall advise the Grantee within three (3) days of any
investigations commenced or reports requested by any government agency that pertain to
the operation of the Zone Site, other than routine requests for information received from
the U.S. Customs Service. Where requested to do so by Grantee, Operator shall provide
to Grantee a copy of any report or notice issued by a government agency that pertains to
an investigation by that agency of the operations of the Zone Site.

ARTICLE XV. - INTEREST OF PARTIES

15.01 Independent Contracior Status

Operator is an independent contractor in the performance of all activities and
functions pursuant to this Agreement. Operator and Grantee are not and shall not be
considered as joint venturers, partners or agents of each other and neither shall have the
power to bind or obligate the other. Operator's officers, employees, agents and
subcontractors shall not be considered as officers, employees or agents of the Grantee.
Grantee and Operator hereby agree not to represent to anyone that they are agents of one
another or have any authority fo act on behalf of one another.

15.02 Sublease and Assignment

A.  Assignments/Subleases Prohibited. Except as provided in
subsections (D) and (E), no assignment, sublease, transfer, gift, hypothecation or
grant of control, or other encumbrance of this Agreement, or any interest therein or
any right or privilege thereunder, regardiess of whether accomplished by a separate
agreement, sale of stock or assets, merger or consolidation or reorganization by or
of Operator, or accomplished in any other manner, whether voluntary or by
operation of law (hereafter collectively referred to as "transfer"), shall be valid for
any purpose. For purposes of this subsection, the term "by operation of law"
includes but is not limited to: (1) the placement of all or substantially all of
Operator's assets in the hands of a receiver or trustee; or (2) a transfer by Operator
for the benefit of creditors; or (3) transfers resulting from the death or incapacity of
any individual who is a Operator or of a general partner of a Operator (except as
provided in subsection (E) below).

B. Right to Terminate.  Notwithstanding any other provision of this
“Agreement, any transfer or attempted transfer by Operator of this Agreement or
interest granted by the Agreement in violation of any subsection of this Section
shall entitle the Executive Director to terminate this Agreement after first providing
Operator seven (7) calendar days notice of termination.

C. Transfers of Stock.

1. If Operator is either a privately held corporation or a
corporation whose stock is not listed on the New York, American, NASDAQ,



or Pacific Stock Exchange and more than twenty five percent (25%) of the
outstanding shares of voting stock of Operator is traded (whether in one
‘transaction or a series of transactions) during any twelve (12) month period,
Operator shall notify Executive Director in writing within ten (10) days after
the transfer date. If a transfer of more than twenty five percent (25%) of the
outstanding shares of voting stock of Operator occurs, Grantee, at its option,
may terminate this Agreement.

If Operator is a corporation whose stock is listed on the New York,
American, NASDAQ, or Pacific Stock Exchange, Operator shall notify
Grantee in writing if more than fifty percent (50%) of the outstanding shares
of voting stock of Operator are transferred pursuant to a merger or stock
purchase agreement. Operator shall provide such notice no later than ten
(10) days after the transfer date. If a transfer of more than fifty percent
(60%) of the outstanding shares of voting stock of Operator occurs, Grantee,
at its option, may terminate this Agreement.

2. If Operator is a partnership, any transfer or attempted transfer
by any general partner of Operator of more than twenty-five percent (25%)
of its partnership interest in Operator, shall be a prohibited assignment of
Operator's interest in this Agreement within the meaning of the preceding
subsections. Notwithstanding the foregoing, any such transfer of a general
partner's interest consequent upon the death of a general partner to the
immediate members of his or her family who will be immediately and
" personally involved in the operation of the partnership shall not be deemed a
transfer within the meaning of this Section.

3.  Grantee shall have the authority - but no obligation - to modify
the foregoing conditions based on the facts of a particular case.

' D Subleases. Operator's right to sublease the Zone Site is conditioned -
upon the prior written approval of the Grantee.

E. Miscellaneous Conditions. Any consent given by City to Operator to

transfer this Agreement or any interest therein or right or privilege thereunder shall

~ not be construed as consent to any other such transfer. Moreover the City's

consent to such a transfer shall not alter Operator's obligation to be at all times

primarily responsible for compliance with all covenants, conditions and provisions of
this Agreement.

15.03 Disclosure of Interest

Prior to execution of this Agreement, Operator shall furnish Grantee with copies of
its Articles of Incorporation, its by-laws, its most recent annual report, and its most recent
Form 10(k). At the time of its annual reporting of information to Grantee as required by
paragraph 10.01, Operator shall provide to Grantee copies of changes to its Articles of



Incorporation or by-laws, if any such changes have occurred since the initial or most
recent filing of documents under this paragraph, and also shall provide Grantee, at that
time, with a copy of its most recent annual report and Form 10(k), if not previously

provided.
ARTICLE XVI. - MISCELLANEQUS PROVISIONS

16.01 Mandatory Operator Training

The Operator's FTZ designee shall attend at least eight (8) hours per year of
professional training that is related to foreign-trade zone operation. Training will be offered
from time to time at the Zone, and other Grantee-approved programs may be used to
meet this requirement. The Grantee and Operator agree that educational sessions on
foreign-trade zone operations conducted at seminars and conferences of the National

Association of Foreign-Trade Zones may be used to meet this requirement.

16.02 Past Due Obligations

Any and all amounts required hereunder to be paid by Operator to Grantee, or
which are to be paid "with interest" or which Grantee advances on behalf of Operator,
which are not paid when due shall bear interest at the following rate: the legal rate
provided by law for judgments in California plus three percent (3%), or the posted
announced prime rate of the Bank of America, Los Angeles, California on the date
payment is due, plus one percent (1%), whichever is greater. The interest rate shall be
per annum from the due date until paid, unless otherwise specifically provided herein but
the rate shall be modified from time to time as the legal rate or prime rate change.

16.03 Time of Essence

Time is of the essence of this Agreement and of every term, covenant and
conditions hereof.

16.04 Consfruction of Terms and Conditions

This Agreement shall be governed by and construed in accordance with the Act,
regulations promulgated thereunder and all amendments thereto and the applicable laws
of the State of California.

16.05 Counterparts

This Agreement may be executed in any number of counterparts each of which
when so executed and delivered shall be deemed an original, but such counterparis
together shall constitute but one and the same agreement.
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16.06 Further Instruments and Actions

Each party shall deliver such further instruments and take such further action as
may be reasonable requested by the other in order to carry out the provisions and
purposes of this Agreement. :

16.07 Headings

Headings and captions in this Agreement are solely for the convenience of
reference and shall not affect the interpretation of this Agreement.

16.08 Confilict of interest

It is hereby understood and agreed that the parties to this Agreement have read
and are aware of the provisions of Section 1090 et seq. and Section 87100 et seq. of the
California Government Code relating to conflict- of interest of public officers and
employees, as well as the Los Angeles Municipal Code (LAMC) Municipal Ethics and
Conflict of interest provisions of Section 49.5.1 et seq. and the Conflict of Interest Codes of
the City and Department. All parties hereto agree that they are unaware of any financial or
economic interest of any public officer or employee of City relating to this Agreement.
Notwithstanding any other provision of this Agreement, it is further understood and agreed
that if such financial interest does exist at the inception of this Agreement, Caty may
immediately terminate this Agreement by giving written notice thereof.

16.09 Integration

This Agreement contains the complete statement of all the arrangements between
the parties with respect to its subject matter and. cannot be changed or terminated oralily.
No waiver of the provisions of this Agreement shall be valid unless in writing signed by the
party against whom such waiver is sought to be enforced.

16.10 Separability

If any provision of this Agreement is declared void or defective, that declaration will
not effect the validity of any other provision of this Agreement.

16.11 Nofices to the Parties

All notices, demands or other writings in this Agreement provided to be given, made
or sent by either party hereto to the other shail be deemed to have been fully given, made
or sent when made in writing and deposited in the United States mail postpaid registered
or certified and addressed as follows:
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For the Grantee To: City of Los Angeles
Harbor Department
425 S. Palos Verdes Street
San Pedro, California 90733
ATTN: Masa Morimoto, Marketing Division

For the Operator To: Customn Air Warehouse inc. & Custom Goods, LLC
1035 Watson Center Road
Carson, CA 90745
ATTN: Mr. Billy Cathcart, VP Finance

The address to which any notice, demand or other writing may be given, made or
sent to either party may be changed by written notice given by such party as above
provided.

16.12 Legal Action

Attorneys' Fees. If either party brings any action or proceeding to enforce, protect,
or establish any right or remedy arising out of or based upon this Agreement, including but
not limited to the recovery of damages for its breach, the prevailing party in said action or
proceeding shall be entitled to recovery of its costs and reasonable attorneys' fees,
including the reasonabie value of the services of the Office of City Attomey or house
counsel of Operator. |

16.13 Governing Law/Venue

- This Agreement shall be governed by and construed in accordance with the laws
of the State of California, without reference to the conflicts of law, rules and principles of
such State. The parties agree that all actions or proceedings arising in connection with
this Agreement shall be tried and litigated exclusively in the State or Federal courts
located in the County of Los Angeles, State of California, in the judicial district required
by court rules.

16.14 Waiver of Claims

Operator hereby waives any claim against City and Grantee and its officers, agents
or employees for damages or loss caused by any suit or proceedings directly or indirectly
challenging the validity of this Agreement, or any part thereof, or by any judgment or award
in any suit or proceeding declaring this Agreement null, void or voidable or delaying the
same or any part thereof from being carried out.

16.15 Wage and Earning Assignment Orders/Notices of Assignments

The Operator or any subs is obligated to fully comply with all applicable state and
federal employment reporting requirements for the Operator and/or sub's employees.

A



The Operator and/or subs shall certify that the principal owner(s) are in compliance
with any Wage and Earnings Assignment Orders and Notices of Assignment applicable to
them personally. The Operator or subs will fully comply with all lawfully served Wage and
Earnings Assignment Orders and Notices of Assignments in accordance with Cal. Family
Code § § 5230.et. seq. The Operator or subs will maintain such compliance throughout -
the term of the Agreement.

16.16 State Tidelands Grants

This Agreement is entered into in furtherance of and as a benefit to the State
Tidelands Grant and the trust created thereby. Therefore, this Agreement is at all times
subject to the limitations, conditions, restrictions and reservations contained in and
prescribed by the Act of the Legislature of the State of California entitled "An Act Granting
to the City of Los Angeles the Tidelands and Submerged Lands of the State Within the
Boundaries of Said City,” approved June 3, 1929, (Stats. 1929, Ch. 651), as amended,
and provisions of Article VI of the Charter of the City of Los Angeles relating to such lands.
Operator agrees that any interpretation of this Agreement and the terms contained herein
must be consistent with such limitations, conditions, restrictions and reservations.

16.17 City's Business Tax O_rdinance - BTRC Number

If the Operator is operating a site within the City of Los Angeles, then the Operator
represents that is has obtained and presently holds the Business Tax Registration
Certificate(s) required by the City's Business Tax Ordinance (Article 1, Chapter 2, Sections
21.00 et seq., of the Los Angeles Municipal Code). If applicable, the Operator will, upon
request, provide evidence that said certificate has been obtained. If required, the Operator
shall maintain, or obtain as necessary, all such certificates required by it under the
ordinance and shall not allow such certificate to be suspended or revoked.

16.1 87 Equal Benefits Policy

The Board of Harbor Commissioners of the City of Los Angeles adopted
Resolution No. 6328 on January 12, 2005, agreeing to adopt the provisions of Los
Angeles City Ordinance No. 172,808, as amended, relating to Equal Benefits,
Section 10.8.2.1 et seq. of the Los Angeles Administrative Code, as a policy of the
Department. Operator shall comply with the policy wherever applicable. . Violation of
this policy shall entitle the City to terminate any Agreement with Operator and pursue
any and all other legal remedies that may be available.

16.19 SMALL BUSINESS DEVELOPMENT PROGRAM

tt is the policy of the Department to provide Small Business Enterprises (SBE)
and Minority-Owned, Women-Owned and all Other Business Enterprises
(MBE/WBE/OBE) an equal opportunity to participate in the performance of all City
contracts in all areas where such contracts afford such participation opportunities.
Developer shall assist the City in implementing this policy and shall use its best efforts

22



to afford the opportunity for SBE’s, MBEs, WBESs, and OBEs to achieve participation in
~subcontracts where such participation opportunities present themselves and attempt to
“ensure that all available business enterprises, including SBE’s, MBEs, WBEs, and
OBEs, have equal participation opportunity which might be presented under this
Agreement. -

Iy
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IN WITNESS WHEREOF, the parties have executed this Agreement on the dated

first hereinabove written.

MAY 1.62013
Date , 2013

Date NI 03 2013

APBROVED AS TO FORM AND LEGALITY

Ajr l’] , 2013

UTANICH, Clty Attorney
LEY, General Counsel

CBB:aeb

Attachments
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THE CITY OF LOS ANGELES

CUSTOM AIR WAREHOUSE INC, AND
CUSTOM GOODS, LLC

By !

\\mw\ Cashn oy F)’uggmﬁ TNa

(Print/T ype Name and Title)

Altest

@*“;1 Qz?nmu VP (éfvmu'

(PrlntlT ype Name and Title)
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_EXHIBIT C

Sec. 10.8. 2 1. Equal Benefits Ordinance.

Dtscnmmatlon in the provision of employee benefi ts between empioyees
with domestic partners and employees with spouses results in unequal pay for
equal work. ' Los Angeles law prohibits entities doing business with the City from
discriminafing in employment practices based on marital status and/or sexual
orientation. The City's departments and contracting agents are required to place
in all City confracts a provision that the company choosing to do business with
the City agrees to comply with the City's nondiscrimination laws.

It is the City's intent, through the contracting practices outlined in this
Ordinance, to assure that those companies wanting to do business with the City
will equalize the fotal compensation between SImllarIy situated employees with
spouses and with domestic partners. The provisions of this-Ordinance are
.designed to ensure that the City's contractors will maintain a competitive
advantage in recruiting and retaining capable employees, thereby improving the
- quality of the goods and setvices the City and its people receive, and ensunng

- protection of the City's. property

'(c‘) Equal Benef ts Requlrements

‘ A1) No Awardmg Authorrty of the Ctty shall execute or amend any.

: Contract with.any Contractor that discriminates in the provision. of Benefits
between employees with spouses and employees with Domestic Parinérs,

_ between spouses of emplayees and Domestic Partners of employees, and
‘between dependents and family members of spouses and dependents and famliy

membe{s of Domestlc Partners.

(2) ‘A Contractor must perrmt access to, and upon request must
provude certified copies of all of its records pertasnmg to its Benefits policies and,
its employment policies and practicesto the DAA, for the purpose of mvestsgatlon
or to ascertam compllance with the Equal Benef‘ ts Ordinance. .

3 A Contractor muist post a copy of the foliowing statement in
conspicuous places at its place of business available to employees and
applicants for employment: "During the performance of a Contract with the City of
Los Angeles, the Contractor will provide equal benefits to its employees with -
spouses and ifs employees with domestic partners.” The posted statement must
also include a City contact telephone number which will be prowded each
: Contractor when the Contract is executed.

(4) A Contractor must not set up or use its contracting entity for the
purpose of evading the requirements imposed by the Equal Benefits Ordinance.



(d)  Other Options for Compliance. Provided that the Contractor does
not discriminate in the prowszon of Benefits, a Contractor may also comply with
the Equal Benefits Ordinance in the following ways

m A Contractor. may provude an employee with the Cash Equivalent
only if the DAA determmes that either:

a. The Contractor has made a reasonabie vet unsuccessful effort to
provide Equai Benefits; or

b. Under the circumstances, it wouid be unreasonable to require the
Contractor to provide Benefits to the Domestic Partner (or spouse, if applicable).

(2) Allow each employee to designate a legally do‘mlcﬂed- member of
the employee's househo!d as being el:glb[e for spousal equivalent Benefits.

- (3) Pfov:de Benefits neither to emp!oyees spouses nor fo employees' _
Domestlc Partne:“s

' ('e)‘ Appiscability.

_ (1) Unless othemnse exempt a Contractor is subject to and shall
comply. with all applicable provustons of the Equal Benefits Ordznance

(2). The requxrements of the Equal Benefits Ordtnance shall appiy toa.
Contractor's operatlons as follows , .

a. - A Confractor's operataons located within the City hmlts regardless -
of whether there are- emp!oyees at those locations performmg work on the e

Contract

, b. A Contractor's operatlons on real property located outsnde of the
~C|ty limiits if the property is owned by the Clty or the City has a right to occupy the
property, and if the Contractor's presence at or on that property is ccnnected toa ‘

Contract WIth the City.

. * The Contractor's employees located elsewhere’in fhe'Umted States
but outside of the City llm:ts if those' emp!oyees are performmg work onthe City

Contract

(3) The requirements of the Equal Benefits Ordinance do not apply fo -
collective bargaining agreements ("CBA")} in effect prior to January.1, 2000. The
Contractor must agree to propose to its union that the requirements of the Equal
Benefits Ordinance be incorporated inio its CBA upon amendment, extension, or
other modification of a CBA occurring after January 1, 2000.



) Mandatory Contract Provisions Pertaining to Equal Benefits.
Unless otherwise exempted, every Contract shall contain language that obligates
the Contractor to comply with the applicable provisions of the Equal Benefits
Ordinance. The language shall include provisions for the following:

. (1)  During the performance of the Contract, the Contractor certifies and
represents that the Contractor will comply with the Equal Benefits Ordinance.

(2) The failure of the Coniractor to comply with the Equal Benefits
Ordinance will be deemed to be a material breach of the Contract by the

Awarding Authority.

(3)  If the Contractor fails to comply with the Equal Benefits Ordinarice
the Awarding Authority may cancel, terminate or suspend the Contract, in whole
or in part, and all monies due or to become due under the Contract may be

_ retained by the City. The City may also pursue any and- ali other remedies at law
. or in equity for any breach. N

" . (4 Failure fo comply with the Equal Benefits Ordinance may be used
as evidence against the. Contractor in actions faken pursuant to the prov&szons of
Los Angeles Administrative Code Section 10.40, et seq., Contractor )

_ Responsﬁnhty Ordinance.

_' _ (6). ° Ifthe DAA determines that a Contractor has set up or used its

" Contracting entity for the purpose of evading the infent of the Equal Benefits
‘Ordinance, the Awarding Authority may terminate the Contract on behalf of the .
Clty Violation of this provision may be used as evidence against the Contractor
~in actions taken pursuant to the provisions of Los Angeles Admmlstratwe Code
Section 10.40, et seq., Contractor Responsnbﬂlty Ordinance:



City of Los Angeles
. Los Angeles Harbor Department - Risk Management Sectlon
GENERAL LIABILITY - ADDITIONAL INSURED ENDORSEMENT -

In oonsnderation of the premium charged and notw:thstandmg any inconsistent statement in the poficy to which tms endofsement is attached or any
endorsement now or hereafter attached thereto, itis agreed as follows: .

1.

ADDIONAL INSURED. The Cily of Los Angeles Harbor Depariment, its officers, agents and employees are included as additional insured's
with regard to ltabmty and defense of claims arising from the operations and uses performed by or on behalf of the named insured regardiess
of whether liability is attributable to the named insured or a combination of the named and the additional insured.

ContriguTion NOT REQUIRED,  Any other insurance maintained by the City of Los Angeles Harbor Department shall be excess of this
insurance and shall not oontnbute with it. .

SEVERABILITY OF ENTEREST. This insurance applies separately to’each insured against whom claim is made or suit is brought except with. -
respect fo the company’a limits of liability. The inclusion of any person or orgamzatloﬂ as an msured shall not affect any nght which such

person or orgamzat:on would have asa daimant if not so included.

CANCELLATION NOTICE. With respect to the interest of the additional insured, the insurance shall not be canceled, changed in coverage,
reduced in limits or non-renewed except after thiry (30) days prior written nétice by certified mail refum receipt requested has been given to
both the City Attorney of Lus Angeles and the Board of Harbor Commissioners addressed as follows: ]

City Attomey ’ Board of Harbor Commissioners

Harber Division ’ . 425 South Palos Verdes Street
. 425 South Palos Verdes Sireat San Pedro, CA 80731

San Padrc, CA 90731 ' Afin: Risk Manager

APPUCASILITY This Insurance pedalns to. the aperations andlor tenancy of the named msured under all written agreements and pefmzts in.

: force with the City of Los Angeles Harbor Department Gnless checked below in which case only the following spectﬁc agreements and permits

with the City of Los Angelés Harbor Deparhnent are covered: _
1 Agreement/Permit’ Number(s) .

Except as stated above, nothing herein shall-be heid to wawe a!ter or exiend any of the fmsts condntmns agree:nenus or exclusions of lhe poi:cy to

- which thas endorsement is attached

¥

1 L ‘ : . {printiype’ - _ f - e -
name). warrant that{ have autﬁomy to bind the below-listed insurance Report d?’“ms pursuant to this insurance ta:
- || compaay and by my signature hereon do so bihd this company.. N : _
; ame:. : -
Signature: ___ : : Address:
Authorized Representative (ORIGINAL stGNATuRE requured on ccpy L. Teléghone:
fumlshed fo the Board of Harbor Comm&s:onefs) iy
Includes (check as applicable): ‘ i
JiTitte: A [3 Broad Fomi Progerty Damage - T} Contractuat Liabiity
Organization: __" T [3 Personal njury - [J Owned Automobiles
- - () independent Contractors 3 Non-Owned Automobiles
Address: : “ FU] Premises-Operations =~ '~ - (3 Hired Automobiies
3 Explosion-Collapse Hazand £ Fire Legal Liability
[ Underground Hazard ' a__: ; .
Telephone: [ ProductsfCompleted Operations 1
{Type of Coverage Limits of Liability _ PolicyPeriod ' [7peductible $
' ‘ ' ‘ ‘From o T T Selfinsured Retention'$.
For -
_ . . To " {Coverage) . .
[0 pPerClaim U Per Occurrence - . {3 Per Claim £ Per Occurrence
Other Conditions:
Named Insured and Address
Insurance Company Policy Number - ' ) Endarsement Effective Date of

{ Number Endorsement

Exhibit D



City of Los Angeles
.Los Angeles Harbor Department - Risk Management Section
AUTO LIABILITY - ADDITIONAL INSURED ENDORSEMENT

In consideration of the premium charged and. notwcthstandmg any inconsistent statement in the policy to which this endorsement is attached or any
endorsement now or hereafter attached thereto, it is agreed as follows:

1.

ADDITIONAL [NSURED. The City of Les Angeles Harbor Depariment, its officers, agents and employees are included as additional insureds

with regard to Habifity and defense of claims arising from the operations and uses performed by or on behalf of the named insured regardiess

of whether liability is affributable to the named insured or a combination of fhe named and the additional insured.

ContriBuTION NoT REQUIRED. Any other insurance maintained by the Clty of Los Angeles Harbor Depariment shal! be excess of this
insurance and shall not contribute with it,

SEVERABILITY OF INTEREST This insurance appi:es sepamteiy to each insured against whom claim is made or suit is brought except with
respect fo the company's limits of liability. The inclusion of any person or orgamzat:on as an insured shall not affect any nght which such
person or organization would have as a claimant if not so lncluded .

‘CANCELLATION NoTicE, With respect to the Interest of the additional insured, the insurance shall not be canceled, changed in coverage

reduced in imils or non-renewed except after thirty (30} days prior wiitten notice by cedified mail retirn receipt requested has been gmen fo
both the City Aftorney of Los Angeles and the Board of Harbor Commissioners addressed as fo!!ow.c,

" Ciy Attomey . _ Board of Harbor Commissfoners
Harbor Division 425 South Palos Verdes Street
425 South Palos Verdes Street San Pedro, CA 90731
‘San Pedro, CA 90731 - Attt Risk Manager

APPLICABILITY. Thts insurance pertams to the operat(ons andfor tenancy of the named insured under all written agreements and pemits in
force with fhe CHy of Los Angelfes Harbor Department unless checked below in which case only the' faf!o\mng specific agreements and permzts

with the Cify of Los Angeles Harbor Department are covered
D AgreementIPemit Number(s):

Except as stated above. nothing herein shall be held to waive alter or extend any of the limits, condrt:ons agreements or exdusmns of the policy to

which thts endorsement is aftached.

" - __(printftype Report claims pursuant tothis insurance to: )
name), warraat that [ have authonty fo bmd the below-listed insurance - : )
company and by my slgnature hereon do so.bind this company. Name:
Slgnature Address:
Authorized Representative (ORIGINAL SIGNATURE required on oopy R R
furnished tothe Board of Harbor Comm;ssionem) _ Telephone:
Title: : . ‘
'. Organization: . - : include’e (check as applicable):  * E}Eﬁi\!{}\utoe
Address: - S ‘ | ' |
{1 Owned Automobile 1 Hired Automobile
. 'Te!ephone' _ el Non?wned Automobile .o
Type of Coverage ] Limits of Liabllity . Policy Period - 1 Deductible $
‘ Flom . [DlSeitinsured Retention $
For
To (Coverage)

O PerCiaim [ Per Qccurrence [ Per Claim [2 Per-Occurrence

Other Conditions:

Named Insured and Address

Insurance Company

Policy Number : Endorsement Effective Date of
. : Number Endorsement

| Exhibit £



City of Los Angeles
Los Angeles Harbor Department - Risk Management Section
WORKERS' COMPENSATION / EMPLOYER'S LIABILITY - SPEC[AL ENDORSEMENT

in consideration of the premnum charged and natwithstanding any inconsistent statement in the policy to whlch this endorsement is attached or any

endorsement now or hereafter attached thereto, itis agreed as fo!lows

1. APPLICABILITY. This insurance pertalns to the operations and/for tenancy of the named insured unless checked betéw in which case only the
following specific agreements with the City of Los Angeles Harbor Department are covered:

D Agreementhennit Numbes(s):

2, CANCELLATION NOTICE. With respedt fo the interests of the City of Los Angeles Harbor Department, this insurance shall not be canceled,
changed In coverage, reduced in fimits or non-renewed except afier thirty (30) days prior written notice by cedified mail retum receipt
requested has been given e both the City Afterney of Los Angeles and the Board of Harbor Commissioners addressed as follows:

City Attormney
Harbor Division

425 South Palos Verdes Streat ™

San Pedro, CA 90731

-Board of Harhor Commissioners
425 South Palos Verdes Street
San Pedro, CA 90731
Atin: Risk Manager

Except as stated above, nothing herein shall be held to wawe. alter or extend any of the llmits conditions, agreements or exclusions of the poﬁcy to

which thcs endorsernent is aﬁached

n . e {printtype
name), warrant that-{ have authoﬂty to Eind the below-Jisted insurance
oompany and by tny signatuze hereon do so ‘bind this company..

‘lIncludes {check as applicable);

i Signature: _
Authorized Représentative (ORIGINAL SIGNATURE ;equired on oopy

-3 United States Longshoremens and Harbor Workers ’

[1 Broad Form Alf States Endorsement ]
[3 voluntary Compensation Endorsément : “

furnished to the Board of Hatbor Camm;ss!onefs)
. . Compensation Act
N ] gl Jones Act . C
j Title: - U Other Continental Shelf Endorsement . ..
Orgianization: {3 waiver of Subrogation - . A l
" Address: [ Employer's Liability - - 1
o O
{ Tetephone: td
1 Type of Coverage Limits of Liability o T - * Policy Period
Workers' Gompensation _ Statutory . " From
Employer's Liabllity ‘ To
Other Provisions:
Named Insured and Address
-_ Insurance Company ' Policy Number gndobrsement Eﬁgdive Dateof
) umber ndorsement

Exhibit F
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Transmitted for further processing and Council consideration.
See the City Administrative Officer report attached.

PROPOSED FOREIGN TRADE ZONE (FTZ) OPERATOR AGREEMENT NO. 13-3116 WITH
CUSTOM AR WAREHOUSE INC., AND CUSTOM GOODS LLC, FTZ NO. 202, SITE NO. 32

CAG 5464




REPORT rrOM

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: May 14, 2013 . CAQ File No. 0150-09882-0000
. Council Fite No. ’
Council District: 15

To: The Mayor o | é/ :
From: MiguelA Santana, Cety Admrn:stratlve OﬁscerW -

'Reference: Correspondence from the Harbor Department dated April 19, 2013; referred by the
| | Mayor for report on April 23 2013

Subject: - PROPOSED FOREIGN TRADE ZONE (FTZ) OPERATOR AGREEMENT NO 13-3116 WITH.
: CUSTOM AIR WAREHOUSE INC., AND CUSTOM GOODS LLC, FTZ NO. 202, SITE NO. 32"

SUMMARY

The Harbor Department (Port) Board of Harbor- Commissioners (Board) requests approval of -
‘Resolution No. 13-7468 authorizing the proposed Foreign Trade Zone (FTZ) Operating Agreement
- No. 13-3116 with Custom Air Warehouse, inc., and Custom Goods LLC (Custom Air), in FTZ No.
202, Site'No. 32, located in the City of Rancho Cucamonga, approximately 60 miles from the Port.
The proposed FTZ Agreement with Custom Air is for an initial term of five years, with three
subsequent five-year renewal options, for a contractterm up to 20 years. The FTZ Operator plans to
operate and manage a buridmg and dzstnbutron and generai warehouse faczlitles at Site No. 32,

Custom Air will operate FTZ Site No. 32.under federal FTZ Operatmg rules and regulations. The
United States (USA) Government's Federal FTZ Board designated the Port as the
Grantee/Administrator of FTZ 202 region for the City of Los Angeles and the surrounding region. A
definition of an FTZ is a secure area located in or near the port of entry for US Customs and Border
Protection Agency (Customs), but legally considered to be outside the Customs territory for the
purpose of tariff laws and Customs entry procedures. All activities are performed in accordance with
Federal FTZ procedures. The goal of the FTZ program and Port is to stimulate economic growth and
development in the United States, facilitate efficient cargo transit and support the local, State and
national economy. The FTZ does not generate a direct profit for the Port, butis provided by the Port:
as a service 1o its customers to promote international trade and commerce in the region and USA.

See the Attachment for an overview of FTZ policies and guidelines for this Agreement. '

The Port received a request from the Custom Air to activate its site within FTZ No. 32. The proposed -
FTZ Agreement will authorize Custom Air to operate and manage offices and warehouse and
distribution facilities at the site for domestic and imported consumer and office products, machinery,
and other merchandise. The area used by Custom Air includes approximately 240,000 square feet of
general warehouse and office spaces on approximately 15.1 acres of land. Custom Air employs
approximately eight full-time employees.
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Custom Air has aiready paid a one-time application/activation fee of $56,000 and will pay an annual
administrative fee of $5,000 per year, $25,000 for one five-year contract term and a total fee of
$105,000, with the renewal options for three contract terms. The FTZ Operator agreements will
require no direct use of Port funds. Althoiuigh there will be no additional direct cost, the Port states
- that it spends funds on indirect or outside expenses for FTZ-related administrative services. During
the 2012 calendar year, the Port states that it spent approximately $80,000 and collected
approximately $159,000 in revenue and fees from all FTZ operators.

The Port states that Custom Air has committed to use the Pier Pass program, which reduces daytime
truck traffic operations and allows open operatlons in the evenings. Custom Air will notify truck
drivers, brokers and companies that trucks serving the FTZ site and Port’s container terminals must
‘conﬂne their routes to the designated Wilmington truck route. The Port states that if the proposed
Agreement is not approved, Custom Air has the option to move its facilities to another FTZ region in
California, such as Long Beach or San Diego, or another state. The Port states that approval of the
Agreement is in the best interest of the City and Port economically.

The proposed Agreement s in comphanc_e with City requirements and has been approved as to form
by the City Attorney. Pursuant to Charter Section 373 and the Los Angeles Administrative Code
Section 10.5, Council approval is required because the cumulative contract term exceeds three
years. The Port Director of Environmental Management has determined that this is an administrative
action and is therefore exempt from the requirements of the California Environmental Quality Act
(CEQA) in accordance with Article il Sect:on 1 (14) of the Los Angeies City CEQA guedehnes

" RECOMMENDATION

That the Mayor approve Harbor Department (Port) Resolution No. 13-7468 authorizing the proposed
Foreign Trade Zone (FTZ) Operating Agreement No. 13-3116 with Custom Air Warehouse, Inc., and
Custom Goods LLC, in FTZ No. 202, Site No. 32, located in the City of Rancho Cucamonga for an
‘term of five years, with three subsequent five-year renewal options, fora contractterm up toa total of
20 years, and return the document to the Port for further processmg, snciud;ng Council cons;deration

FISCAL IMPACT STATEMENT

The proposed FTZ Operator Agreement with Custom Air Warehouse Inc. and Custom Goods LLC
will provide for an administrative fee of $5,000 per year, for five years, and a total fee of $100,000, if
the contract is renewed for three five-year renewal options, for a total of 20 years. There will be no
1mpact on the City Genera! Fund. AH Funds will be deposzted in the Harbor Revenue Fund.

TEME LIMIT FOR COUNCIL ACTION

Pursuant to Charter Section 373, “Long Term Contract Approved by Council,” and the Los Angeles
Administrative Code Section 10.5, “Limitation and Power to Make Contracts,” unless the Council
takes action disapproving a contract that is longer than three years within 60 days after submission to
Council, the contract will be deemed approved

MAS:ABN:10130142

Attachment
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ATTACHMENT
OVERVIEW OF FOREIGN TRADE ZONES, OPERATING AGREEMENT

' The Federal FTZ Board desfghated the Harbor Department (Port) as the Grantee/Administrator of
FTZ No. 202 for the City of Los Angeles and the surrounding region. Below is an overview of FTZ
policies and guidelines. _

The FTZ Operating Agreements are entered into with various companies who have applied for FTZ
status with the Federal FTZ Board and have been approved by the United States (U.S.) Department
of Homeland Security Customs and Border Protection (Customs) to activate a site. Authority is
granted by the Federal FTZ Board under the amended FTZ Act of 1934, which is administered
through Federal FTZ and Customs Regulations. The FTZ Act was established to support U.S.
commerce and create jobs by reducing import duties or excise taxes by deferring payment of duty
thereby making it appealing for companies to perform work on their products in the U.S. instead of
offshore. The goal of the Port and FTZ program is to stimulate economic growth and development in
the U.S., facilitate efficient cargo transit and support the local, State and national economy.

An FTZis a secure area located in or near the port of entry for Customs, but legally considered to be
outside the Customs territory for the purpose of tariff laws and Customs entry procedures. It is the
U.S. version of what are known internationally as free-trade zones. An FTZ is sponsored by qualified
public or private companies, which may operate the facilities themselves or contract for the operatlon
with public or private firms. The operations are conducted on a public use basis, which opéns its
services to the public, with published tariff rates. In this case, the published rates applicable are the
- Port Tariff (No. 1) rates, terms and conditions. These spaces and operations will be under the
supervision of the Federal FTZ Board and Customs and will be required to operate within U.S. law.

The Port FTZ No. 202 is a multi-zone FTZ currently operating 23 sites with 15 contracted FTZ
general purpose operators and five Subzone operators. The sites include facilities in the Port area,
Los Angeles International Airport, nearby industrial parks and other outlying locations. The FTZ does
not generate a profit for the Port, but is provided as a service to its customers to promote
international trade in the U.S. These operations will be monitored by the Port, but under the
supervision of the Federal FTZ Board and Customs and required to operate within U.S. law.

The FTZ Operating Agreement is for a total of five years. The FTZ Operator is normally required to
pay an annual administrative operating fee of $5,000 per year for an initial term of five years, with
three subsequent five-year renewal options, for a contract term up to a total of 20 years. The
proposed Agreement renewal options will be subject to approval by the Board and based upon terms
and conditions negotiated prior to the end of each one-year term. The proposed Agreement with the
FTZ Operator will become effective the first of the month following Council approval and will remain
in effect for an initial term of five years. Either the Port or FTZ Operator can terminate the proposed
Agreement at the end of the each term or by submitting a 180-day prior written notice.






